§206.37

mortgagors, all the mortgagors must
collectively hold title to the entire
property which is the security for the
mortgage. If one or more mortgagors
hold a life estate in the property, for
purposes of this section only the term
““mortgagor’’ shall include each holder
of a future interest in the property (re-
mainder or reversion) who has executed
the mortgage.

[54 FR 24833, June 9, 1989, as amended at 61
FR 49033, Sept. 17, 1996]

§206.37 Credit standing.

Each mortgagor must have a general
credit standing satisfactory to the Sec-
retary.

§206.39 Principal residence.

The property must be the principal
residence of each mortgagor at closing.
For purposes of this section, the prop-
erty will be considered to be the prin-
cipal residence of any mortgagor who
is temporarily or permanently in a
health care institution as long as the
property is the principal residence of at
least one other mortgagor who is not
in a health care institution.

§206.40 Disclosure and verification of
Social Security and Employer Iden-
tification Numbers.

The mortgagor must meet the re-
quirements for the disclosure and
verification of Social Security and Em-
ployer ldentification Numbers, as pro-
vided by part 200, subpart U, of this
chapter.

[60 FR 42760, Aug. 16, 1995]

§206.41 Counseling.

(a) List provided. At the time of the
initial contact with the prospective
mortgagor, the mortgagee shall give
the mortgagor a list of the names and
addresses of housing counseling agen-
cies which have been approved by the
Secretary as responsible and able to
provide the information described in
paragraph (b) of this section. The mort-
gagor must receive counseling.

(b) Information to be provided. A coun-
selor must discuss with the mortgagor:

(1) The information required by sec-
tion 255(f) of the National Housing Act;

(2) Whether the mortgagor has signed
a contract or agreement with an estate
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planning service firm that requires, or
purports to require, the mortgagor to
pay a fee on or after closing that may
exceed amounts permitted by the Sec-
retary or this part; and

(3) If such a contract has been signed
under §206.41(b)(2), the extent to which
services under the contract may not be
needed or may be available at nominal
or no cost from other sources, includ-
ing the mortgagee.

(c) Certificate. The counselor will pro-
vide the mortgagor with a certificate
stating that the mortgagor has re-
ceived counseling. The mortgagor shall
provide the mortgagee with a copy of
the certificate.

(Approved by the Office of Management and
Budget under control number 2528-0133)

[54 FR 24833, June 9, 1989, as amended at 61
FR 49033, Sept. 17, 1996; 64 FR 2988, Jan. 19,
1999]

§206.43 Information to mortgagor.

(a) Disclosure of costs of obtaining
mortgage. The mortgagee must ensure
that the mortgagor has received full
disclosure of all costs of obtaining the
mortgage. The mortgagee must ask the
mortgagor about any costs or other ob-
ligations that the mortgagor has in-
curred to obtain the mortgage, as de-
fined by the Secretary, in addition to
providing the Good Faith Estimate re-
quired by 8§3500.7 of this title. The
mortgagee must clearly state to the
mortgagor which charges are required
to obtain the mortgage and which are
not required to obtain the mortgage.

(b) Lump sum disbursement. (1) If the
mortgagor requests that at least 25% of
the principal limit amount (after de-
ducting amounts excluded in the fol-
lowing sentence) be disbursed at clos-
ing to the mortgagor (or as otherwise
permitted by 8§206.29), the mortgagee
must make sufficient inquiry at clos-
ing to confirm that the mortgagor will
not use any part of the amount dis-
bursed for payments to or on behalf of
an estate planning service firm, with
an explanation of §206.32 as necessary
or appropriate.

(2) This paragraph does not apply to
any part of the principal limit used for
the following:

(i) Initial MIP under §206.105(a) or
fees and charges allowed under
§206.31(a) paid by the mortgagee from
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